Part B -Chapter II
Similarly, Krueger stressed in her proposal that Chapter 9 is, in many respects, of greater relevance for a reorganisation system for sovereign debt than corporate rehabilitation laws such as Chapter 11.
7 Th ose parallels result specifi cally from the differences arising from the sovereign status of states and municipalities. For instance, Chapter 9 reorganisation cases for municipal debtors cannot be converted into a liquidation process. In the same way, it has been reiterated that "companies may go down, but governments must not". 8 Hence, there is no question that the liquidation and distribution of a state's elected government is excluded. Th e reason most advocates of a statutory approach focus on Chapter 11 as the conceptual basis might be that Chapter 9 in essence incorporates Chapter 11 by reference 9 and is said to add little to the other chapters 10 that is not already obvious 11 on account of the municipal status.
Notwithstanding the major differences in these proposals, they all proceed from a triple premise: 12 First of all, they agree that the current 'Ad hocery' in responding to sovereign debt reorganisations leads to signifi cant ineffi ciencies in the allocation of resources. Th is aspect is generally correlated to the issue of the current inadequacy of incentive structures, which favour lending and borrowing that should not occur. Secondly, as the constant repetition of fi nancial crises indicates, a change in the international fi nancial structure appears overly due. Finally, only a set of rules, binding on the actors (i.e. emerging markets' governments as debtors, creditor governments, international fi nancial institutions, such as the IMF or the World Bank and private entities, in particular banks) can realign governmental and public behaviour to improve effi ciency, equity and accountability.
In order to provide an overview of the statutory approach, the relevant provisions of the U.S. Bankruptcy Code shall be highlighted and their applicability in the sovereign context briefl y illustrated.
